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TO: THE COMMISSION ' .
AZ CORP COMMISSION -

FROM: Utilities Division DOCUMENT CONTROL
DATE: September 12, 2005
RE: IN THE MATTER OF THE APPLICATION OF UNS GAS, INC. FOR

APPROVAL OF A PURCHASED GAS ADJUSTOR SURCHARGE (DOCKET
NO. G-04204A-05-0596)

On August 17,-2005, UNS Gas, Inc. (“UNS”) filed for Commission approval of 2 $0.27

per therm purchased gas adjustor (“PGA”) surcharge, effective October 1, 2005.

Previously, in Decision NO. 67730 (March 31, 2005), the Commission approved a $0.03
per therm PGA surcharge, effective until the PGA bank balance reaches zero or the Commission
orders otherwise. This PGA surcharge is still in effect at this time, so therefore UNS’ requested
$0.27 per therm PGA surcharge represents a $0.24 per therm increase in the PGA surcharge that
customers would see if UNS’ request is approved. UNS’ application cites the on-going high cost
of natural gas as well as the upcoming increased cost for service on El Paso Natural Gas
Company’s interstate pipeline system as factors leading to UNS’ filing for the $0.27 per therm
PGA surcharge. UNS has indicated that, absent its requested PGA surcharge, the PGA bank
balance will reach $25 million in January 2006 and $45 million in January 2007. The most
recent monthly PGA report filed by UNS shows an undercollected PGA bank balance of
$3,805,459 as of the end of June 2005. UNS has indicated to Staff that the $0.27 per therm
surcharge request comprises approximately $0.19 per therm in the cost of the natural gas
commodity, and approximately $0.08 per therm for the projected increased cost of service on the
El Paso Natural Gas Company (“El Paso”) pipeline.

Regarding the El Paso portion of the projected cost increase, this refers to the rate case El
Paso filed at the Federal Energy Regulatory Commission (“FERC”) on June 30, 2005. Under
FERC rules, El Paso is allowed to implement its proposed rates beginning in January 2006,
subject to refund if the final result of the rate proceeding differs. UNS’ projections are based
upon its contracted volume on El Paso and El Paso’s new proposed rates. The increased costs
for El Paso service result from two primary factors, an increase in UNS’ billing determinants
from the level set in the 1996 settlement agreement to the current contract volume level, and an
increase in the rates paid per unit of contract volume. The first factor, the billing determinant
increase, is a certain increase, as resetting the billing determinants is just part and parcel of a new
rate proceeding. The second part, the rate increase per unit of volume, has some level of
uncertainty. Under El Paso’s current Firm Transportation (“FT-1") service, El Paso’s monthly
reservation rate for Arizona is $7.99156 per decatherm (“dth”). Under El Paso’s proposed
tariffs, an FT-1 shipper, such as UNS, would pay a monthly reservation rate of $10.0496 per dth
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for basic FT-1 service. However, part of El Paso’s rate design proposal is that basic FT-1 service
will be much more restricted regarding the operational flexibility a shipper may utilize.
Therefore, UNS projects that it will have to take service under a new, more expensive rate
schedule entitled Hourly No-Notice Transportation Service Three Hour Enhanced Service
Option, carrying a monthly reservation rate of $11.9715 per dth. It is possible that as the El Paso
rate proceeding moves forward, that the rates for this new service and other factors could change
the amount UNS will eventually pay per unit of volume, though some level of increase appears
inevitable. :

Regarding the $0.19 per therm portion of the proposed PGA surcharge relating to higher
commodity costs, it is challenging to assess how large a commodity cost increase UNS will be
facing through the 2005-2006 winter heating season and beyond. UNS’ price estimates reflect
natural gas which the Company has -hedged going forward. For the portion of UNS’ gas supply
portfolio which is not hedged, UNS projected its gas costs by taking the New York Mercantile
Exchange (“NYMEX") natural gas futures contract prices at the time of the filing and making a
downward adjustment to reflect the differential UNS usually sees between contracting for
NYMEX priced supplies and supplies from the San Juan and Permian basins, where UNS’ gas
typically comes from. This results in price projections of between $8.00 and $10.00 per
decatherm from September 2005 to March 2006, topping out at nearly $10.00 in January 2006.
From April 2006 through October 2006, UNS projects spot purchases between $7.50 and $8.00
per decatherm, with prices then rising again going into the 2006-2007 winter heating season.

It is important to note that natural gas market conditions have shown significant volatility
since UNS’ filing on August 17, 2005. Natural gas prices have been at record highs for much of
the past summer, and prices jumped significantly in response to Hurricane Katrina. Comparing
San Juan and Permian spot market prices on August 17" to the most recent data available for
transactions September 9, 2005, both basin spot market prices are higher, with the San Juan spot
price increasing from $7.82 to $8.365 per dth and the Permian spot price increasing from $8.775
to $8.94 per dth. Natural gas futures prices have been more volatile than the spot market prices
seen in the San Juan and Permian basins in recent weeks, though some eastern spot market prices
have shown significantly more volatility. As the Commission discussed at its September 8, 2005
Natural Gas Forum, the upcoming winter could see some of the highest sustained natural gas
prices since wellhead prices were deregulated in the 1980s. In such a circumstance, any price
projection involving significant spot market volumes is highly speculative, as unfavorable
conditions could push natural gas prices significantly higher than UNS projections or more
favorable conditions could move natural gas prices moderately lower. Staff believes that given
the information available at this time, UNS’ projections of its cost of natural gas in upcoming
months appear reasonable for the purpose of considering UNS’ application for a PGA surcharge.

Staff recommends implementation of the $0.19 per therm portion of UNS’ PGA
surcharge request related to higher commodity costs, for a 12-month period beginning November
1, 2005. Regarding the El Paso rate increase costs, Staff believes that any PGA surcharge related
to those costs should be implemented beginning in January 2006, consistent with the time UNS
will actually begin incurring those costs. Further, given that there is some possibility that the
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final rates El Paso implements could be some amount lower than the proposed El Paso rates
which go into effect January 1, 2006, Staff believes that implementation of a $0.06 per therm
portion of the PGA surcharge to reflect higher El Paso costs is reasonable. This represents over
three quarters of the $0.08 per therm El Paso-related portion of the proposed $0.27 per therm
PGA surcharge.

In summary, the combination of the commodity and El Paso portions of the PGA
surcharge as contemplated by Staff would result in the implementation of a $0.19 per therm PGA
surcharge in November 2005, with the PGA surcharge increasing to $0.25 per therm in January
2006 and continuing through October 2006. After this PGA surcharge expires at the end of
October 2006, Staff believes there is some benefit in then implementing a $0.05 per therm PGA
surcharge which would be in effect until the PGA bank balance reaches zero or the Commission
orders otherwise. - This would provide an additional relatively small increment of on-going relief
to UNS after the larger PGA surcharge expires at the end of October 2006, possibly obviating the
need for another PGA surcharge filing in the fall of 2006. Staff’s proposal would also result in
having in effect a short phase-in period for the PGA surcharge, with the November and
December 2005 PGA surcharges of $0.19 per therm ramping up to the $0.25 per therm. Such a
result is logical in this case given the timing of the El Paso rate case schedule.

It should be noted that, apart from the level of the PGA surcharge being approved in this
proceeding, the monthly PGA rate is projected to continue to rise through 2005 and 2006, subject
to the $0.10 per therm band. Thus the increased cost of gas UNS customers will be seeing on
their bills will be the sum of the higher PGA surcharge and the year-over-year increase in the
monthly PGA rate.

UNS’ requested implementation date of October 1, 2006, does not provide time for the
Commission to fully consider and act on the filing, so an implementation date of November 1,
2006 (the beginning of the November billing cycle) is more appropriate.

While Staff is recommending the PGA surcharge design described above, there are a
variety of other possible scenarios that the Commission may wish to consider in addressing
UNS’ application. Attached to this memo are pages listing 12 possible scenarios, including
UNS’ proposal (Scenario One) and Staff’s proposal (Scenario Four). All scenarios assume any
PGA surcharge is implemented starting in November 2005. Also attached are sheets showing
the PGA bank balance levels under each scenario for each month, the monthly impact of the
PGA surcharge in each month, and the projected average residential monthly bill each month
under each scenario. Staff would note that certain of these scenarios, such as the “Do Nothing”
scenario are provided to illustrate a range of possible PGA surcharge levels, but in some cases do
not appear to address the projected undercollected PGA bank balance on an on-going basis to the
extent which seems to be necessary.

Under UNS’ proposed PGA surcharge, the monthly PGA bank balance is projected to
increase through the winter of 2005-2006, then decline to near zero in the summer of 2006,
before increasing again to approximately $14.6 million in January 2007. By comparison, Staff’s
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proposed PGA surcharge follows a roughly similar pattern, though recoveries are shifted a small
amount into the future. However, by January 2007, the projected PGA bank balance under
Staff’s proposal is $16.2 million, within $1.6 million of where the bank balance would be under
UNS’ proposal, and under Staff’s proposal there would still be a $0.05 per therm surcharge in
place to further address any undercollection. The inclusion of a CARES program exemption, as
discussed below, would increase the projected bank balances under any of the possible scenarios,
as discussed below for the UNS and Staff proposals.

One concern the Commission has expressed in regard to natural gas prices is the impact
of a sizable PGA surcharge on low income customers. Previously, in Decision Number 66861
(March 23, 2004), the Commission exempted UNS customers taking service under the Customer
Assistance Residential Energy Support (“CARES?”) tariff, which provides a rate discount to low
income customers, front paying the PGA surcharge approved in that decision. ‘Staff believes that
a similar provision is warranted in this case and recommends that CARES customers be
exempted from paying the PGA surcharge levels approved in this proceeding. UNS estimates
that under its proposed PGA surcharge level, exempting CARES customers will result in a
reduced PGA bank balance collection of $762,335 over the proposed 12-month period. Under
Staff’s proposal, the CARES exemption would reduce the PGA bank balance collection by
approximately $651,000 over the proposed 12 month period.

The table below shows what an average residential customer in January, using 105
therms, paid in January 2005 and is projected to pay in January 2006 under the UNS proposal,
Staff proposal, and Do Nothing scenario.

January 2006 —
January 2005 — January 2006 — January 2006 — Do Nothing
Bill Component Actual Bill UNS Proposal Staff Proposal Scenario
Customer Charge $7.00 $7.00 $7.00 $7.00
Tariffed Rate - :
$0.7004 per -
therm) $73.54 $73.54 $73.54 $73.54
Monthly PGA $18.15 $28.27 $28.27 $28.27
Rate ($0.1729 per ($0.2692 per (30.2692 per (30.2692 per
therm) therm) therm) therm)
PGA Surcharge $28.35 ($0.27 $26.25 (80.25 $3.15 (50.03 per
$0.00 per therm) per therm) therm)
Total Bill $98.44 $136.79 $134.70 $111.66
Percent Increase
Over Jan. 2005 NA 39.0% 36.8% 13.4%

Note: Bill estimates shown in this memo and attachments do not include taxes and regulatory
assessments.

It is worth noting that of the total increase shown under the UNS and Staff proposals,
roughly one third of that increase is projected to result from the automatic movement of the
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monthly PGA rate and the current $0.03 per therm PGA surcharge as shown under the Do
Nothing scenario, with approximately two thirds being attributable to the increased PGA
surcharge. :

The Commission has placed a strong emphasis on Arizona local distribution companies,
including UNS, conducting strong outreach efforts to try to make customers aware of what is
happening regarding natural gas prices and the rates they pay as well as possible methods for
customers to address the rising cost of natural gas service in Arizona. At the Commission’s
September 8, 2005 Natural Gas Forum, there was a significant amount of discussion regarding
such outreach efforts in light of the impending winter heating season.

Staff recommends- approval of a PGA surcharge of $0.19 per therm effective in
November and December 2005, a PGA surcharge of $0.25 per therm effective January 2006
through October 2006, and a PGA surcharge of $0.05 per therm effective from November 2006
until UNS’ PGA bank balance reaches zero or the Commission orders otherwise. Staff further
recommends that customers enrolled in the CARES program be exempted from paying the PGA
surcharge approved in this proceeding. Staff further recommends that UNS engage in an
immediate, highly visible and meaningful public relations campaign, in consultation with Staff,
to inform its customers of (1) the specific details of the PGA surcharge level(s) approved in this
proceeding and how it benefits customers now rather than later to recover natural gas costs; (2)
the impact of the PGA surcharge level(s) on customer bills; (3) general natural gas price
circumstances leading to the PGA surcharge; and (4) ways in which UNS’ customers can try to
manage the higher rates they are facing. Heavy emphasis should be placed on promoting
programs such as budget billing (especially during the time of year that it would be most
beneficial to customers to apply), the CARES program, and ways to reduce consumption.

7,
mest (5. Johnson
Director
Utilities Division
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Summary of Scenarios for UNS Gas PGA Surcharge Analysis

1. UNS Proposal - $0.27 per therm for one year, from November 2005 through
October 2006. UNS’ filed proposal began the PGA surcharge in October 2005,
but that has been adjusted to reflect the more likely implementation date of
November 2005.

2. UNS Proposal Without El Paso - $0.19 per therm for one year, from November
2005 through October 2006

3. UNS Proposal With El Paso Beginning in January 2006 - $0.19 per therm in
November and December 2005 and $0.27 per therm from January 2006 through
October 2006

4. Staff Proposal — Commodity Portion With Partial El Paso Inclusion - $0.19 per
therm in November and December 2005, $0.25 per therm in January 2006 through
October 2006, and $0.05 per therm from November 2006 until such time as the
PGA bank balance reaches zero or the Commission orders otherwise, whichever
comes first.

5. Two Year Amortization - $0.13 per therm from November 2005 through October
2007

6. Reduced Amortization of $0.15 per therm - $0.15 per therm from November 2005
through October 2006

7. Reduced Amortization of $0.10 per therm - $0.10 per therm from November 2005
through October 2006

8. Add $0.05 to UNS Request Due to Hurricane, increase Commodity Prices 10
percent for non-hedged gas supplies - $0.32 per therm from November 2005
through October 2006

9. $0.15 in winter, $0.30 in summer (Oct, May-Sept.) - $0.15 per therm from
November 2005 through April 2006 and $0.30 per therm May 2006 through
October 2006

10. Do Nothing — The $0.03 per therm PGA surcharge currently approved remains in
place with no further action

11. UNS Proposal with 20 percent higher natural gas costs - $0.27 per therm from
November 2005 through October 2006. Tests the impact of higher than projected
natural gas prices.

12. Commodity Portion With Partial El Paso Inclusion Extended Until Bank Balance
Reaches Zero — This is equivalent to the Staff proposal in Scenario number four
except that after the initial 12 month period, the $0.25 per therm PGA surcharge is
retained instead of being reduced to a $0.05 per therm PGA surcharge as in
Scenario number four. The $0.25 per therm PGA surcharge would be retained
until the bank balances reaches zero or the Commission orders otherwise,
whichever comes first.




-----
-

SOLIBUDDS

000°000°6$-
0$
000'000°G$
000°000°01+$
000°000°'G1$
000°000°0Z$
000°000°GC$
000°000°0€$
000°000°'6e$
000°000°0¥7$

000°000°G¥$

BuiyloN o pue ‘Jels ‘SNN Jepun sesuejeg yueg voOd Alyluo




068°c61'/$
€.0'¥S0°9€$
£€99'6Z12v$
Pye'e8s ves
LoL'2ZL'6LS
L€1°290'GE$
192'250'62$
890'€19'G2$
gee'egl'ol$
L18'zev'als
99e' 2’ ¥e$
§/5'829'7L$
Lo-uer

0/6'v6v'8%
¥16'226'S1L$
265'666°62$
182'861L'Y1LS
LIS'V6L'9$
602°1€9'81$
182'86L'v1$
ozZ¥'LEC'9L$
0.6'v6¥'8%
100'9L¥'1$
868°182°11S
201°665'G%
90- 18N

"poyad yiuow Z| [entul sy} Joj (esodold yeis auy Jepun 0001594 Alelewixosdde pue jesodord SNN Suy Jopun 000°09.$ Alerewixoldde st uodwoxs SIUYD
8y} Joj Juswisnipe pejewnss oy uoiduexs SIYYD E Jo} JusLsnipe ue apnjoul Jou op abed siy) uo umoys seoueleq Jueq yod Apuow pejosiosd ayy :e1oN

68€'968'8$ 8€5°655°L$ 0.6'688'S$
65.'v8v'62$ G.Z'0€C°Ce$ 610'GS6'9LS
985°Z00'6E$  €9L°26EVES €8P OVL'0ES
PZY'668°028 8v.L'6S8'GLS  0€8'vE6'LLS
20L'6¥V0'PLS  60L'EL6°L8 9/9'9ev'e$
L6€°L1E1ES  9/8'V82'9T$  Z8l'e6E'Zes
€96'0Le'sz$ 8eg'soc’ocs  L0S'6ZYOLS
¥90's89'¥Z$  YST'YOS'LZ$ €.6'VI8'8LE
€Z1'L6S'€LS  226'20£'6% 0./5'688'¢$
122'682'2L8  128°'018'2$  GLG'996'E$
91¥'125'02$ 809'TZG'SLE  956'8S9°LLS
Z2E'0€6°'0LS  8Y1'956'GS 999'0LL'2$
90-98Q 90-AON 90190
6v1'218'0LS 9€2'090'cL$ 852'602'ZLS
€/2'G86'91$ cee'ses'/1$  802'sS6'vLS
1¥6°620'€Z$ 6VL'G9Z°LZ$  1¥OLL8'SLS
8vl'Gzo'Gle 12805091 822'i0L'EL$
£99°Z8¢°6$ €86'v80°2LS  299'L£S°11LS
LE82'112'81  80L'€TT'8lS  L90'VEZ'VLS
8¥1'GZ9'cLs 12805091  8zZ'l0L'el$
$85'658°0L$  9/6'6L6'90L$  V96°ISS'ELS
671'218'0L$ 9€2'090'€l$ 8GL'S0Z'CL$
vLL'0£0'0LS  LIV'EVTIS  8S2'602°CL$
L112'981'€LS  ZISTIEVLS  852°602'2L$
6eg'8lz'ss £68'G€8°0L$  918°20V'0LS
90-G84 90-uef §0-98Q

0L0'sSH'vS  9S9'LL8'eS  2iG'v0E'eS
82.'Gv8'vLS  682'¥8L'CLS  805'868°CL$
¥66'cLL'828  ZOV'8Y9'9Z$  0Z2'vle'ses
¥88'982'0L%  SBEVLEOLS  GP2'S96'6%
TLL'GI6'VS  OVY'l9E'LS 899'668%
LyE'68L°028  LETPYE'8LS  LPE'PL8'LLS
8I2'C8Y'vL$ GE6'6EV'ELS  628'855'ZLS
90.'692'0L$  £59°1¥9'GLS  PEO'S9'VLS
0L0'SSH'PS  9G9°LI8'ES  TIS'Y0L'eS
2/8'€€9'2$  2Zv0'0.0'2$  062°/E9°1$
yZr'aLe'6$  861°'960'6$  81'90¢'8$
yL2'88.8 ¥29'622$ 20¥'861 4~
90-05S 90-bny g0-mr
S6Y'09€'6$  €V0'960'L$  616'GE0'GS
ovi'€ee' Ll  80LLE¥'.$  208'l68'GS
085'60.'0L8  £VO'960°L$  616'GE0'GH
8€.°/69'68  £¥0'960'.L$  616°GE0'GH
0/5'8/6'6$  ZEL'628'L$  TYO'I9H'SS
WE'SLL'0LS  £v0'960°2$  616'GE0'SS
8C/°/69'68  £V0'960°'.$  616'GE0'SS
6.£'998'68  €V0'060°.$  616'GE0'SH
SS'09€'6$  £v0°'960'L$  6L6'GED'SS
GSY'09E'6$  £V0'960'.$  616'GE0'SS
GSY'09E'6$  £¥0'960'.$  616'GE0'GH
068'G89'8$  €£v0'960°.$  616'GL0'SS
GO-"ON G010 §0-085

oLs'/8L'c$
€L0'vrP'TLS
9ry'60E' v
186'610'01$
101'658$
EPL'ESLLLS
881°0¥0'C4$
0.£'580'71$
015°281°¢$
2.0'009°L$
yz8'6v6'L$
606'0£23$-
gg-unt

625'060'v$
80.°215'v$
625'060'v$
6Z5'060°v$
oLL'¥ee'vs
G25060'v$
GZ5°060'v$
G25'060'v$
625'060'v$
625'060'v$
525'060'7$
625'060'v$
Sobny

£€8.2¥6'c$
86E'1¥8°2LS
65£'216'€2$
9/Z°L00'11$
261'252'1$
Geg'eZL LLS
285'¢12'21$
£89'€1L2'VLS
£8.2¥6'c$
062'65Y'2$
08¢'c6£8$
9/6'2£9%
90-AeN

SE6'v6.L'CS
SPL'LE0'VS
GE6'¥6L'CS
SS6'Y6LES
ov0'916'c$
GE6'Y6L'CS
GE6'v6.L'e$
SE6'V6L'ES
GE6'PBL'CS
GE6'v6L'ES
GE6'P6L'CS
SE6'P6L'ES
GO-IIr

L ArA T
2L0'8L0'PLS
950'828'€2$
G19'622'cL$
890'€8.'¢%
Z68°9Y9° LS
6L9'62Z'¢Le
0ze'966'v1$
8¥2'29.'c$
££6°05Y'v$
£61.'969'6$
6v£'629'2$
9010V

651'G08'CS
651'G08'CS
6517'G08°C$
65¥'608'c$
657'608°c$
65¥'508'c$
65°'G08°c$
657'508°c$
65'608°cS
651'G08'CS
65'508'c$
65¥'608'c$
So-unr

4
Ll
ol

TNMFTHDONOD

NN ONDOD

IEVERS

N EVERS

OlBUSDS yoeT Jepun aouejeq yueg Yod Yuo Jo pul




81°92¢
00°0$
PL€$
00°0$
00°0$
00°0%
00°0$
19°€1$
¥Z's$
00'0$
00'0$
00°0$
Z0-Uer

88°12% 80'ZL% 60°S$ GLes
00°0$ 00°0% 05°6% - G0vS
€92 S¥'LS 19°0% Gv'0%
00'0% 00°'0% 119 0s'¥$
00'0% 00'0% 16°9% T08't$
00°0$ 00'0$ $0'2$ ,05°1$
00°0$ 00°0% S0°'e$ sz'C$
8e'L1LS 82'9% 59'2% S6'L%
8Ev$ [A A4 60°S$ 6Le%
00°0% 00°0% 05°'s$ G0'v$
00°0% 00°0% 18°¢$ . 692$
00°0% 00°0% 05°6% S0'vS
90-98d 90-AON 90-190 90-058
16'12% 81L'9z$ £9°91$ 81'6%
€L'¢2$ PrA T4 £9'€Z% S0cLS
¥9'2$ y1'e$ £9C$ Sr'1$
8L'eLs 1261$ cLels Rer ks
£1'8e% 16°¢E$ 00'82$ ov'GLS
6.'8% LV'OLS 61'9% E8vS
gL'el$ LLGLS cLeLs STAVL
v LLS 19°€L$ 8e'LLS 82'9%
16'12% 81'92$ £9'91% '81L'6%
£€1'¢2% 12'82% €99L$ 81'6%
0.91$ 68°61% £€9'91$ 81'6%
£1¢2% 12'82% £9'¢Z% S0'€L$
90-G93 90-uer 60-553 G0-AON

8y'e$ 0.°¢$ 20°'s$ 12'6%
9,¢$ 00'v$ AT 5668
Zr'o$ v 0% 09'0% LLLS
8Lv$ SYv$ z0'9% 90'LL$
or'v$ ¥L'v$ £p'o% 62°11%
6°1% 8¥'1L$ 1028 69'¢$
60°2$ zTes L0'e$ £6°G$
18°1$ £6'1L$ 19°2$ 6L %%
8y'e$ 0Le$ 20'Ss$ 12'6%
/€% 00'v$ Zr'ss 66'6$
5978 z82% L8'e$ 00°.%
9r¢$ 00'v$ Zr's$ 56'6%
90-bny 90-Inf g0-unp 90-AeN
19°0% Gv'0$ Zros ¥v0%
19°0$ Sy 0% rAANY vr'0$
19'0$ S¥'0% v 0% v 0$
19'0% Sv'0% FA AV ¥y'0$
19°0$ Sr0% zros ¥70$
19°0$ Sv'0$ Zros 7 0%
19°0$ Sp0$ FA AV 7 0%
19°0$ S¥'0% Zro$ v 0$
19°0% S¥'0% Zy 0% v 0$
19°0$ Sv°0% Zros ¥y 0$
19°0% S¥'0% v 0% 0%
19°0% Sy'0% Zy 0% 0%
S0-190 G0-des 50BNy

so-nr

16'G1$
8L'L$
16°L$
$5'6%
9¢°02%
9¢'0%
$5'6%
128%
L6'GLS
8LL1$
60CL%
81°L1$
90-1dv

09'0%
09°0$
09°0%
09°0$
09°0%
09°0%
09°'0%
09°0$
09°0%
09°0%$
09'0%
09°0%
Go-unt

S6'91%
Ly'02$
222%

18118
9Z'¥Z$
85°.%

18118
98'6%$

G6'81$
FAATAS
LWvl$
JA A4S
90-leiy OuRUS0S

- N
~ v

CTANMNMITHONODNO
-—

000
00'0$
00°0%
00°0$
00°0%
00°0%
00°0%
00'0$
00°0$
00°0%
00°0$
00°0%
Go-uep oLeuadg

~ N
-

~TNOTHDONOO
—

oLBUS2S yoe] Jopun Yjuopy yoeg ableyoing vod jo 1oedw |ig




L1°6pL$
66'8LL%
€L°22L8
66'811L$
66'8LL$
66'8LLS
66'8LLS
09°Z¢1$
£TYeLs
66'8LLS
66'8LLS
66'81L%
Z0-Uef

¥'zeLs L60.L$ 65°€c$
09°001% £5'85% 00'¥E$
22°€01$ 88'65$ 11°62$
09°00L$ £v'85% L9'vES
09°001$ £'8G6$ L0'6E$
09'001$ £7'8G% ¥5°0€$
09°00L% £v'8G% 661£$
161118 LL99% SL'Les
16'70L$ 68°09% 659°¢E$
09°001$ £v'8G% 00'¥E$
09'00L$ £7'8G% 182¢%
09°00L$ £7'85% 00'¥€$
90-554 90-ASN 80190
292118 oLveELS 29'801L$
8c6L1$ 61°9€1$ Z9'GLLS
82'86% 99°'LLiS 29'76%
£8'801% €Zvel$ 2L'soiLs
LLETLS £0Zri$ 00°021%
Py0L$ 66'8L1$ 52°001%
£9'801% £€Zv2L$ 21°60L$
20°201$ €1'221$ 1£°¢01$
29°LL1L$ 0Lv€LS Z29'801%
8C6LLS 61°9€L$ 29'80L$
GeeLLS WezLs z9'801$
8c'6L1$ 6L°9¢L$ Z9'6LLS
90-983 9p-uer §0-580

‘g)uaLISSasse K10)ejnBa) pUB SOXE) 1991384 JOU O UPUE Yuow yoes u] sbesn awo)snd [enuapisal abelane uodn paseq ae siliq JOWOISND 80N

65'92%
68'92$
8z'¢7$
ve' 2%
¥9°22%
£E'¥2s
80°52$
8.¥2$
65'92$
68°92%
89'62$
. 68'92%
§0-085

82'29%
. ¥9'99%
. 60'gS$
68'09$
90'69%
. EV'ess
58'09%
88'6G$
8179%
8.'29%
81°29%
$9'99%
S0-AON

91'62$ 2£'92% gL'ees 99'¥5$
A TAY 29'9Z% 86°¢eS o¥'sS$
01'zz% 90°¢2$ 9.'8Z% GG ors
98'6Z$ 90°22% 81'¥€$ 05'95%
¥1°92% 9¢'12$ 65'¥€$ $2°15%
10'¢2$ 0L'v2$ L1088 cL6v$
11°¢2% i RTAY 111e8 86°06$
6v°'€2% R TAY 11°08$ ¥2'06$
91'62$ FARCTA S 81ce$ 99'vS$
A TA 29'92% 85°¢es 0¥'SS%
S8 A ey'ses 86'1€$ S¥'26%
ATAY 2992$ 86'cE$ 0¥'5S$
90-bnY So-Inr 90-unf 90-ReN
80°22% 8.'12% 12°02% 65°'12$
80°22% 8,128 1202$ 65°12$
80°42% 8.°12% 12028 65°12$
80°22% 82°12% 12°02$ 65°12%
80°/2% 8212% 1202$ 65°'12$
80°12% 8212% 1202% 6512
80°22% 8.12% 12028 65'12$
80°'£2% 8.12% 12°02% 65°12%
90°/2% 8,128 12°02$ 85°12%
80°22% 8.'12% 12028 65'12%
80°22% 8.'12% 1202% 65128
80°.2% 81°12% 12028 6512
5090 G0-d8s §0-bny So-Inr

L¥'88%
v1'68%
LrplS
11288
26'26%
£6'8.$
1128%
£8°08%
11'88%
v2'68%
59'v8$
¥.'68%
90-10v

97°'92%
9/'92%
9.'92%
9.°92%
91°92%
92°9Z%
9/,'92%
9.°92%
9.'9Z%
9,°92$
92'92$
9/°92$
go-unr

162018
80°60L$
69°98%
66'66%
19'801%
0Z°26%
66'G6%
Ly'v6$
1G°€0L$
80'50L$
20'66%
80°60LS
50-1eN

¥v'86%
¥'86$
yv'86$
y°'86%
1'86$
¥¥'86%
¥¥'86%
Pv'86%
i°'86$
¥¥'86%
¥p'86$
vv°86$
Go-uef

~NMNMTNHDOMNOD

TNOTOOMNSOD

CIEDERS

OIS

ouBUS2S Uyoed Japun ||ig Jawoisny [enuspisay (ejol




SZ'0$ STV T Gz 0% A Gz 0% Gz0% sz 0% 6z'0$ sz0$ Sz'0$ cl
00°0% 00°0$ 00°0$ 12°0$ - 120% 120% 20$ 12°0% £z2°0% 120% 12°0$ b
£0°0$ €00$ €00% €0°0% €00$ €0'0$ €00$ £0°0% £0°0$ £0°0$ €0°0% ol
000$ 00°0% 000$ 0e0$ . 0£0$ 0e0$ 0¢0$ 0c0$ 0e0% GL°0$ S10$ 6
000$ 00°0% 00°0% ze08 ¢ zeos 2e0% ze0% 2e08 FASIL A ze08 8
00°0% 000% 00°0% 0L0$ 0L'0% 040% oL0% oL 0% oo - oLo$ 01 0% L
000$ 00°0$ 000% G1°0$ S10$ G10$ GL0$ S 0% SL0$ slos G 0% 9
€L0$ €10$ €1°0$ €1°0% €10$ AN €10$ €10$ €10$ €10$ €1 0% S
S00% §0°0% G00% Sz0% eTAVY 6z 0% Sc0$ 52'0$ T4V Sz'0$ SZ0% L4
00°0% 00°0% 00°0$ 1zZ0$ - 12°0% 1Z°0% 1zZ°0% 1z0$ 1Z0% 12°0$ 12°0$ €
000$ 000% 00°0% 6L0% 610% 610$ 6L°0$ 61°0% 610 61°0% 610 Z
000$ 00°0% 00°0% L1208 1208 Z0$ 1Z°0% 12°0% 1Z2°0$ 1Z0% 1208 b
Lo-uer 90-98Q 90-AON 90-190 90-d8§ 90-bny 90-Inr oo-unp 90-"EN 90-1av 90-tel OUEUSIS
G20% GZ'0$ 61°0% 61°0$ €0°0$ €0°0% €0°0$ €0'0$ £0°0% €00% 4
1Z°0% 12°0% 220% 120$ £0°0$ €0°0% €00$ €0°0$ £00$ €0°0$ 2
€0°0$ £0°0$ £0°0% £00$ €0°0$ €0°0% €0°0% €0°0$ £0°0% £0°0% ol
SL'0% S1°0$ SL'0$ Gl0$ €0°0% €00$ €00$ £0°0$ €0°0% €0°0$ 6
2e0% ze0$ ze0$ FANL €0°0% €00$ £0°0% €0°0$ €0°0$ €00$ 8
o1 0$ 010% oio$ 01°0% £0°0$ £0°0$ €00$ €0°0% £00$ £0'0% L
S1°0$ G1°0% S10$ - GL'0$ £0°0$ €0°0$ £0°0$ £0°0% €0°0$ £0°0$ 9
£10$ €1°0$ £10$ €108 €0°0$ €0°0% €0°0$ €0'0$ €0°0% £0°0% S
62'0$ T 61°0$ ‘61°0% €0°0$ £0°0$ €0°0% €0°0$ £0'0$ £0°0% 4
1Z0% XA 61°0% 61°0$ €0°0$ £0°0$ €0°0% £0°0$ £0°0$ €0°0$ £
61°0$ 61°0$ 61°0$ 61°0% €00% €0°0$ £0°0$ €0°0$ €0°0$ €0°0$ 4
120% 22°0$ Z0% 12°0% £00% £00$ €0°0$ €00 €0°0% €0°0% b
90-034 90-uer §0-98Q G0-AON S0-1°0 G0-des G0-bny So-inr go-unp So-uer OLBUBDS

wuiayy Jad

OlIBUS2S Uyoeg Japun YIUo yoed 10ay3 ul abieyding vod




| 66'811%
269¢°0%
¥002°0$
00°.%
S0l
lo-uer

09°001$ £¥'85% 05'82$ €8'22%
Z69¢°0% 6£9¢£°0$ 095€°0$ LyGe0g
¥002°0% ¥002°0$ ¥00.°0$ $00.°0%
00°2$ 00°.$ 00°.$ 00°.$
88 14 02 Gl
90-98Q 90-AON 90-1°0 . 0-058
59'66% ¢5'80L$ 00'26$ 09°€s$
180€°0$ 2692°0% 60.2°0% 6€92°0$
$00.°0$ #002°0$ ¥00.°0% ¥002°0$
00°2$ 00°2$ 002$ 00°.$
28 <[] 88 14
90-994 90-uer S0-99Q SO-AON

89'12$ [AsR44 91'82% SP'svs
GEGE 0% GEGE0$ GESE°0% 12ve0$
¥002°0$ ¥00.°0$ ¥00.°0% ¥002°0%
00°2% 00'2L$ 00°2$ 00°/$
142 Sl 0¢ A%
90-bny 90-If 90-unf 90-Ael
o9v'oz$ €128 627028 1A
0952°0% 1¥520$ §e520% 9vG6Z'0$
¥00£°0% ¥002°0% $002°0$ $002°0%
002$ 00°2% 00'2$ 00°2$
0C Sl bl Sl
G010 G0-des S0-bny so-int

95°2L$
LOEE 0%
$002°0%
00°2$
¥9
90-10v

oL'9z%$
1£52°0%
¥002°0$
00°.$
0z
Go-unf

19'v8%
££Z¢°0%
$00.°0$
00°2$
9/
90-FEIN

P'86$
62.1°0%
¥00.0%
00°.%
GoL
So-uer

abieyoing yod ussqy
ing Alyiuo pejewns3
ajes yod Aluuow

ajey payue}

abeyn Jawio)sny
SULBY ) ‘SuoD "say ‘BAy

abieyoing yod Jussqy
Aitpuoy pejewns3
8je1 vod Aluuon
sjey payue)
afirey) Jawolsny
SuLIBY ] Suo)) "say ‘BAay

abieyoing yod Aue Juasqy |iig Jawolsn) |enuspisay abeiany




S LN

O 00 N N W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

BEFORE THE ARIZONA CORPORATION COMMISSION

JEFF HATCH-MILLER
Chairman
WILLIAM A. MUNDELL
Commissioner
MARC SPITZER
Commissioner
MIKE GLEASON
Commissioner
KRISTIN K. MAYES"
Commissioner

IN THE MATTER OF THE APPLICATION DOCKET NO. G-04204A-05-0596
OF UNS GAS, INC. FOR APPROVAL OF A .

PURCHASED GAS ADJUSTOR DECISION NO.

SURCHARGE ORDER

Open Meeting

September 27 and 28, 2005
Phoenix, Arizona

BY THE COMMISSION:

FINDINGS OF FACT

1. UNS Gas, Inc. (“UNS”) is engaged in providing natural gas service within portions
of Arizona, pursuant to authority granted by the Arizona Corporation Commission.

2. On August 17, 2005, UNS filed for Commission approval of a $0.27 per therm
purchased gas adjustor (“PGA”) surcharge, effective October 1, 2005.

3. Previously, in Decision No. 67730 (March 31, 2005), the Commission approved a
$0.03 per therm PGA surcharge, effective until the PGA bank balance reaches zero or the
Commission orders otherwise. This PGA surcharge is still in effect at this time, so therefore UNS’
requested $0.27 per therm PGA surcharge represents a $0.24 per therm increase in the PGA
surcharge that customers would see if UNS’ request is approved.

4. UNS’ application cites the on-going high cost of natural gas as well as the
upcoming increased cost for service on El Paso Natural Gas Company’s interstate pipeline system

as factors leading to UNS’ filing for the $0.27 per therm PGA surcharge.
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S. UNS has indicated that, absent its requested PGA surcharge, the PGA bank balance
will reach $25 million in January 2006 and $45 million in January 2007. The most recent monthly
PGA report filed by UNS shows an undercollected PGA bank balance of $3,805,459 as of the end
of June 2005.

6. UNS has indicated to Staff that the $0.27 per therm surcharge request comprises
approximately $0.19 per therm in the cost of the natural gas commodity, and approximately $0.08
per therm for the projected increased cost of service on the El Paso Natural Gas Company (“El
Paso”) pipeline.

7. Regarding thé El Paso portion of the projéctéd cost increase, this refers to the rate
case El Paso filed at the Federal Energy Regulatory Commission (“FERC”) on June 30, 2005.
Under FERC rules, El Paso is allowed to implement its proposed rates beginning in January 2006,
subject to refund if the final result of the rate proceeding differs. UNS’ projections are based upon
its contracted volume on El Paso and El Paso’s new proposed rates.

8. The increased costs for El Paso service result from two primary factors, an increase
in UNS’ billing determinants from the level set in the 1996 settlement agreement to the current
contract volume level, and an increase in the rates paid per unit of contract volume. The first
factor, the billing determinant increase, is a certain increase, as resetting the billing determinants is
just part and parcel of a new rate proceeding. The second part, the rate increase per unit of
volume, has some level of uncertainty. Under El Paso’s current Firm Transp‘ortation (“FT-17)
service, El Paso’s monthly reservation rate for Arizona is $7.99156 per decatherm (“dth”). Under
E1 Paso’s proposed tariffs, an FT-1 shipper; such as UNS, would pay a monthly reservation rate of
$10.0496 per dth for basic FT-1 service.

9. However, part of El Paso’s rate design proposal is that basic FT-1 service will be
much more restricted regarding the operational flexibility a shipper may utilize. Therefore, UNS
projects that it will have to take service under a new, more expensive rate schedule entitled Hourly
No-Notice Transportation Service Three Hour Enhanced Service Option, carrying a monthly

reservation rate of $11.9715 per dth. It is possible that as the El Paso rate proceeding moves

Decision No.
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forward, that the rates for this new service and other factors could change the amount UNS will
eventually pay per unit of volume, though some level of increase appears inevitable.

10.  Regarding the $0.19 per therm portion of the proposed PGA surcharge relating to
higher commodity costs, it is challenging to assess how large a commodity cost increase UNS will
be facing through the 2005-2006 winter heating season and beyond. UNS’ price estimates reflect
natural gas which the Company has hedged going forward. |

11.  For the portion of UNS’ gas supply portfolio which’ is not hedged, UNS projected
its gas costs by taking the New York Mercantile Exchange (“NYMEX”) natural gas futures .
contract prices at the time of tﬁe filing and rﬁaking a downward’ ad:iustment to reflect the
differential UNS usually sees between contracting for NYMEX priced supplies and supplies from
the San Juan and Permian basins, where UNS’ gas typically comes from. This results in price
projections of between $8.00 and $10.00 per decatherm from September 2005 to March 2006,
topping out at nearly $10.00 in January 2006. From April 2006 through October 2006, UNS
projects spot purchases between $7.50 and $8.00 per decatherm, with prices then rising again
going into the 2006-2007 winter heating season.

12. It is important to note that natural gas market conditions have shown significant
volatility since UNS’ filing on August 17, 2005. Natural gas prices have been at record highs for
much of the past summer and prices jumped vsigniﬁg»a'mtly in response to Hurricane Katrina.

13.  Comparing Saﬁ Juan and Permian spof market prices‘on August 17th to the most
recent data available for transactions September 9, 2005, both basin spot market prices are higher,
with the San Juan spot price increasing ﬁ‘orﬁ $7.82 to $8.365 per dth and the Permian spot price
increasing from $8.775 to $8.94 per dth. Natural gas futures prices have been more volatile than
the spot market prices seen in the San Juan anleermian basins in recent weeks, though some
eastern spot market prices have shown significantly more volatility.

14.  As the Commission discussed at its September 8, 2005 Natural Gas Forum, the
upcoming winter could see some of the highest sustained natural gas prices since wellhead prices
were deregulated in the 1980s. In such a circumstance, any price projection involving significant

spot market volumes is highly speculative, as unfavorable conditions could push natural gas prices

Decision No.
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significantly higher than UNS projections or more favorable conditions could move natural gas
prices moderately lower.

15.  Staff believes that given the information available at this time, UNS’ projections of
its cost of natural gas in upcoming months appear reasonable for the purpose of considering UNS’
application for a PGA surcharge. |

16.  Staff recommends implementation of the $0.19 per therm portion of UNS’ PGA
surcharge request related to higher commodity costs, for a 12-month period beginning November
1, 2005. | ,

17. Regarding the El Paso rate increase.cos’ts, Staff beiieves that .aﬁy PGA surcharge
related to those costs should be implemented beginning in January 2006, consistent with the time
UNS will actually begin incurring those costs. Further, given that there is some possibility that the
final rates El Paso implements could be some amount lower than the proposed El Paso rates which
go into effect January 1, 2006, Staff believes that implementation of a $0.06 per therm portion of
the PGA surcharge to reflect higher El Paso costs is reasonable. This represents over three
quarters of the $0.08 per therm El Paso-related portion of the proposed $0.27 per therm PGA
surcharge.

18.  In summary, the combination of the commodity and El Paso portions of the PGA
surcharge as cqn‘gemplgfced by Staff unld result in the implementation of a $0.19 per therm PGA
surcharge in November 2005, with the PGA surcharge iﬁcreasin-g to $0.25 per therm in January
2006 and continuing through October 2006. |

19.  After this PGA surcharge expires at the end of October 2006, Staff believes there is
some benefit in then implementing a $0.05 per therm PGA surcharge which would be in effect
until the PGA bank balance reaches zero or the Commission orders otherwise. This would provide
an additional relatively small increment of on-going relief to UNS after the larger PGA surcharge
expires at the end of October 2006, possibly obviating the need for another PGA surcharge filing
in the fall of 2006.

20.  Staff’s proposal would also result in having in effect a short phase-in period for the

PGA surcharge, with the November and December 2005 PGA surcharges of $0.19 per therm

Decision No.
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ramping up to the $0.25 per therm. Such a result is logical in this case given the timing of the El
Paso rate case schedule.

21. It should be noted that, apart from the level of the PGA surcharge being approved in
this proceeding, the monthly PGA rate is projected to continue to rise through 2005 and 2006,
subject to the $0.10 per therm band. Thus the increased cost of gas UNS customers will be seeing
on their bills will be the sum of the higher monthly PGA rate and the year-over-year increase in the
monthly PGA rate.

22.  UNS’ requested implementation date of October 1, 2005, does not provide time for
the Comr;lission to fully consider and aéf on the filing, so an implementation ;date; of November 1,
2005 (the beginning of the November billing cycle) is more appropriate.

23.  While Staff is recommending the PGA surcharge design described above, there are
a variety of other possible scenarios that the Commission may wish to consider in addressing
UNS’ application. Attached to this memo are pages listing 12 possible scenarios, including UNS’
proposal (Scenario One) and Staff’s proposal (Scenario Four). All scenarios assume any PGA
surcharge is implemented starting in November 2005.

24.  Also attached are sheets showing the PGA bank balance levels under each scenario
for each month, the monthly impact of the PGA surcharge in each month, and the projected
average residential monthly bill each month under each scenario. Staff would note that certain of
these scenarios, such a;s the “bo Nothing” scenario are provided to illustrate a range of possible
PGA surcharge levels, but in some cases do not appear to address the projected undercollected
PGA bank balance on an on-going basis to the extent which seems to be necessary.

25.  Under UNS’ proposed PGA surcharge, the monthly PGA bank balance is projected
to increase through the winter of 2005-2006, then decline to near zero in the summer of 2006,
before increasing again to approximately $14.6 million in January 2007. By comparison, Staff’s
proposed PGA surcharge follows a roughly similar pattern, though recoveries are shifted a small
amount into the future. However, by January 2007, the projected PGA bank balance under Staff’s

proposal is $16.2 million, within $1.6 million of where the bank balance would be under UNS’

Decision No.
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proposal, and under Staff’s proposal there would still be a $0.05 per therm surcharge in place to
further address any undercollection.

26.  The inclusion of a CARES program exemption, as discussed below, would increase
the projected bank balances under any of the poséible scenarios, as discussed below for the UNS
and Staff proposals.

27.  One concern the Commission has expressed in regard to natural gas prices is the
impact of a sizable PGA surcharge on low income customers. Previously, in Decision No. 66861
(March 23, 2004), the Commission exempted UNS customers taking service under the Customer
Assistance‘ Residential Enérgy Support (“CARES?) tariff, which provides a rate discount to low
income customers, from paying the PGA surcharge approved in that decision.

28.  Staff believes that a similar provision is warranted in this case and recommends that
CARES customers be exempted from paying the PGA surcharge levels approved in this
proceeding. UNS estimates that under its proposed PGA surcharge level, exempting CARES
customers will result in a reduced PGA bank balance collection of $762,335 over the proposed 12-
month period. Under Staff’s proposal, the CARES exemption would reduce the PGA bank
balance collection by approximately $651,000 over the proposed 12-month period.

29. The table below shows what an average residential customer in January,
using 105 therms, paid in January 2005 and is projected to pay in January 2006 under the UNS

proposal, Staff proposal, and Do Nothing scenario.

January 2005 — Actual January 2006 — UNS January 2006 — January 2006 — Do
Bill Component Bill Proposal Staff Proposal Nothing Scenario
Customer Charge $7.00 $7.00 $7.00 $7.00
Tariffed Rate -
$0.7004 per therm)
$73.54 $73.54 $73.54 $73.54
Monthly PGA Rate $18.15 $28.27 $28.27 $28.27
(30.1729 per therm) (30.2692 per therm) ($0.2692 per therm) ($0.2692 per therm)

Decision No.




S W N

e TN S T © WY

10
11

12

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

Page 7 Docket No. G-04204A-05-0596

PGA Surcharge $28.35 $26.25 $3.15
$0.00 ($0.27 per therm) ($0.25 per therm) ($0.03 per therm)

Total Bill $98.44 $136.79 $134.70 $111.66
Percent Increase
Over Jan. 2005 NA 39.0% 36.8% 13.4%
Percent Increase
Over Jan. 2005 NA 39.0% 36.8% 13.4%

Note: Bill estimates shown in this memo and attachments do not include taxes and regulatory assessments.

30. It is worth noting that of the total increase shown under the UNS and Staff
proposals, roughly one third of that increase is projected to result from the automatic movement
of the monthly PGA rate and the current $0.03 per therm PGA surcharge as shown under the Do
Nothing scenario, with approximately two thirds being attributable to the increased PGA
surcharge.

31.  The Commission has placed a strong emphasis on Arizona local distribution
companies, including UNS, conducting strong outreach efforts to try to make customers aware of
what is happening regarding natural gas prices and the rates they pay as well as possible methods
for customers to address the rising cost of natural gas service in Arizona.

32. At the Commission’s September 8, 2005 Natural Gas Forum, there was a significant
amount of discussion regarding such outreach efforts in light of the impending winter heating
season. |

33. Staff has recommended approval of a PGA surcharge of $0.19 per therm effective
in November and December 2005, a PGA surcharge of $0.25 per therm effective January 2006
through October 2006, and a PGA surcharge of $0.05 per therm effective from November 2006
until UNS’ PGA bank balance reaches zero or the Commission orders otherwise, whichever
comes first.

34.  Staff has further recommended that customers enrolled in the CARES program be

exempted from paying the PGA surcharge approved in this proceeding.

Decision No.
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35. Staff has further recommended that UNS engage in an immediate, highly visible
and meaningful public relations campaign, in consultation with Staff, to inform its customers of
(1) the specific details of the PGA surcharge level(s) approved in this proceeding and how it
benefits customers now rather than later to recover natural gas costs; (2) the impact of the PGA
surcharge level(s) on customer bills; (3) general natural gas price circumstances leading to the
PGA surcharge; and (4) ways in which UNS’ customers can try to manage the higher rates they
are facing. Heavy emphasis should be placed on promoting programs such as budget billing
(especially during the time of year that it would be most beneficial to customers to apply), the
CARES program, and ways to reduce consumption.

CONCLUSIONS OF LAW

1. UNS is an Arizona public service corporation within the meaning of Article XV,

Section 2, of the Arizona Constitution.

2. The Commission has jurisdiction over UNS and over the subject matter of the
application.
3. The Commission, having reviewed the application and Staff’s Memorandum dated

September 12, 2005, concludes that it is in the public interest to approve the PGA surcharge
discussed herein.
ORDER
IT IS THEREFORE ORDERED that the purchased gas adjustor surcharge, as discussed

herein and detailed in Finding of Fact No. 33, is approved.

Decision No.
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IT IS FURTHER ORDERED that UNS engage in an immediate, highly visible and
meaningful public relations campaign, in consultation with Staff, to inform its customers of (1) the
specific details of the PGA surcharge level(s) approved in this proceeding and how it benefits
customers now rather than later to recover natural gas costs; (2) the impact of the PGA surcharge
level(s) on customer bills; (3) general natural gas price circumstances leading to the PGA
surcharge; and (4) ways in which UNS’ customers can try to manage the higher rates they are

facing. Heavy emphasis should be placed on promoting programs such as budget billing

(especially during the time of year that it would be most beneficial to customers to apply), the
CARES program, and ways to reduce consumption.
IT IS FURTHER ORDERED that this Order shall become effective immediately.
BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION
CHAIRMAN COMMISSIONER COMMISSIONER
COMMISSIONER COMMISSIONER
IN WITNESS WHEREOF, I BRIAN C. McNEIL, Executive
Director of -the Arizona Corporation Commission, have
hereunto, set my hand and caused the official seal of this
Commission to be affixed at the Capitol, in the City of
Phoenix, this day of , 2005.
BRIAN C. McNEIL
Executive Director
DISSENT:
DISSENT:
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